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CPB Residential Finance Limited

Strategic Report for the year ended 30 September 2017

Principal activity .

The principal activity of CPB Residential Finance Limited (the ‘company’) during the year was
undertaking the issuing of loan finance to borrowers within the property development industry. The
company was incorporated in the United Kingdom on 3 May 2013 as a wholly owned subsidiary of
CPBM Finance Limited.

Business review and key performance indicators
As at 30 September 2017 total outstanding net loans to developers were approximately £138m
(2016: £165m). Loan volumes for the year were broadly in line with the company's business plan.

The company's key performance indicators for the year are as follows:

2017 2016
£'000 £000
Turnover 22,599 29,952
Total comprehensive income 26 206
Total comprehensive income as a percentage of turnover 0.12 0.69
(%)
Net loan balance outstanding 138,143 164,846

Principal risks and uncertainties

Financial risk management objectives and policies

Interest rate risk

A material rise in UK market interest rates could have a negative impact on the value of UK real
estate and may reduce the appetite of real estate developers to take on debt financing for projects.
If this led to a reduction in loan volumes then the company’s income would be adversely affected.
The company closely monitors market expectations of future interest rates.

Foreign exchange risk
The company's loans and funding are denominated in sterling therefore the company does not bear
any direct foreign exchange risk.

Liquidity risk ,
The company is financed by its immediate parent company. To the extent that the'immediate parent
becomes unable to provide finance the activities of the company could be adversely affected.

Credit risk
The nature of the company’s funding is such that the credit risk is not borne by the company but by
its immediate parent.

Loan volume risk
The company’s income is based on the volume of loans outstanding over time. If the volume of
loans were to fall significantly then the company’s income would be adversely affected.



" CPB Residential Finance Limited

Strategic Report for the year ended 30 September 2017 (continued)

Future developments

It is expected that the total comprehensive income for the coming year will be positive.

This report was approved by the Board and signed on its behalf.

/

lorweth Antcliff
Director

Date: w Oec’wcﬁ” e



CPB Residential Finance Limited

Directors’ Report

The Directors present their annual report on the affairs of the company, together with the financial
statements and Auditor’s report, for the year ended 30 September 2017 (the ‘year’).

Results : ) N
The profit attributable to shareholders was £26,293 (2016: £206,205). No dividends have been
proposed or paid in respect of the year under review (2016: £nil).

Directors .
The Directors of the company who served during the year and through to the date of this report
are:

lorweth Antcliff

Sally Margaret Doyle-Linden

Sigvard Oscar Henrik von Reis

Andrew John Blenkinsop (alternate to lorweth Antcliff)
William Nicholson (alternate to Sigvard Oscar von Reis)

Directors’ Responsibilities Statement 4
The Directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations.

Company law requires the Directors to prepare financial statements for each financial year. Under
that law the Directors have elected to prepare the financial statements in accordance with United
Kingdom Generally Accepted Accounting Practice (United Kingdom Accounting Standards and
applicable laws) including Financial Reporting Standard 102 - 'The Financial Reporting Standard
applicable in the United Kingdom and Republic of Ireland' (FRS 102'). Under company law the
Directors must not approve the financial statements unless they are satisfied that they give a true
and fair view of the state of affairs and profit or loss of the company for that year. In preparing
these financial statements, the Directors are required to:

+ select suitable accounting policies and then apply them consistently;
make judgments and accounting estimates that are reasonable and:prudent;

o state whether applicable UK Accounting Standards have been followed, subject to any
material departures disclosed and explained in the financial statements;

o prepare the financial statements on the going concern basis unless it is inappropriate to
presume that the company will continue in business.

The Directors are responsible for keeping adequate accounting records that are sufficient to show
and explain the company’s transactions and disclose with reasonable accuracy at any time the
financial position of the company and enable them to ensure that the financial statements comply
with the Companies Act 2C06. They are also responsible for safeguarding the assets of the
company and hence for taking reasonable steps for the prevention and detection of fraud and
other irregularities.



CPB Residential Finance Limited

Directors’ Report (continued)

Disclosure of information to the Auditor
The Directors confirm that:
e so far as each Director is aware, there is no relevant audit information of which the
company’s Auditor is unaware; and
+ the Directors have taken all the steps that they ought to have taken as Directors in order
to make themselves aware of any relevant audit information and to establish that the
Auditors are aware of that information.

Financial risk management. -

Information regarding financial risk management has been included within the Strategic Report,
and includes financial risk management-objectives and policies including interest rate risk, foreign
exchange risk, liquidity risk and credit risk.

Going concern

The Directors have reviewed and given consideration to the terms and recoverability of the loans
receivable along with the terms of the loan notes payable. The Directors have reviewed cash flow
forecasts and the annual business plan and taken into consideration the current underlying and
forecast market conditions in the UK property market.

The company has made a profit in the current year of £26,293 (2016: £206,205) and is currently
in a net asset position. After making enquiries, the Directors have a reasonable expectation that
the company has adequate resources, by way of support from its parent companies, to continue
in ‘operational existence for at least twelve months from the approval of the financial statements.
- Accordingly, they have adopted the going concern basis in preparing the financial statements.

Share Capital
The company was incorporated with £1 ordinary share capital on 3 May 2013. The company’s
sole shareholder is CPBM Midco 2 (Jersey) Limited. )

Auditors
The auditor, Grant Thornton UK LLP, will be proposed for reappointment in accordance with
section 485 of the Companies Act 2006.

On behalf of the Board

A T —

lorweth Antcliff
Director

Date: 1~ OEceMS e



CPB Residential Finance Limited

Independent Auditor's Report to the members of CPB Residential Finance
Limited (continued)

We have audited the financial statements of CPB Residential Finance Limited (the ‘company’) for
the year ended 30 September 2017 which comprise the Statement of Comprehensive Income,
the Statement of Financial Position, the Statement of Changes in Equity and notes to the financial
statements, including a summary of significant accounting policies. The. financial reporting
framework that has been applied in- their preparation is applicable law and United Kingdom
Accounting Standards, including Financial Reporting Standard 102; The Financial Reporting
Standard applicable in the UK and Republic of Ireland (United Kingdom Generally Accepted
Accounting Practice).

In our opinion the financial statements:

e give a true and fair view of the state of the company's affairs as at 30 September 2017 and
of its profit for the year then ended; )

. have been properly prepared in accordance with United Kingdom Generally Accepted
Accounting Practice; and

o have been prepared in accordance with the requirements of the Companies Act 2006.

Basis for opinion

We conducted our audit in accordance with International Standards on Auditing (UK) (ISAs (UK))
and applicable law. Our responsibilities under those standards are further described in the
Auditor’'s responsibilities for the audit of the financial statements section of our report. We are
independent of the company in accordance with the ethical requirements that are relevant to our
audit of the financial statements in the UK, including the FRC’s Ethical £fandard, and we have
fulfilled our other ethical responsibilities in accordance with these requirements. We believe that
the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Wha we are reporting to

This report is made solely to the company’s members, as a body, in accordance with Chapter 3
Fart 16 of the Companies Act 2006. Our audit work has been undertaken so that we might state
to the company’s members those matters we are required to state to them in an auditor’'s report
and for no other purpose. To the fullest extent permitted by law, we do not accept or assume
- responsibility to anyone other than the company and the company’s members as a body, for our
audit work, for this report, or for the opinions we have formed.

Cor{clusions relating to going concern
We have nothing to report in respect of the following matters in relation to which the ISAs (UK)
require us to report to you where:

. the Directors’ use of the going concern basis of accounting in the preparation of the
financial statements is not appropriate; or .
. the Directors have not disclosed in the financial statements any identified material

uncertainties that may cast significant doubt about the company’s ability to continue to
adopt the going concern basis of accounting for a period of at least twelve months from
the date when the financial statements are authorised for issue.



CPB Residential Finance Limited

Iﬁdependent Auditor's Report to the members of CPB Residential Finance
Limited (continued)

Other information -

The -Directors are responsible for the other information. The other information comprises the
information included in the Strategic Report and Directors Report set out on pages 1 to 4, other
than the financial statements and our Auditor's Report thereon. Our opinion on the financial
statements does not cover the other information and, except to the extent otherwise explicitly
stated in our report, we do not express any form of assurance conclusion thereon. In connection
with our audit of the financial statements, our responsibility is to read the other information and, in
doing so, consider whether the other information is materially inconsistent with the financial
statements or our knowledge obtained in the audit or otherwise appears to be materially
misstated. If we identify such material inconsistencies or apparent material misstatements, we are
required to determine whether there is a material misstatement in the financial statements or a
material misstatement of the other information. If, based-on the work we have performed, we
conclude that there is a material misstatement of this other information, we are required to report
that fact.

We have nothing to report in this regard.

Opinions on other matters prescribed by the Companies Act 2006 :
In our opinion, based on the work undertaken in the course of the audit:
. the information given in the Strategic Report and the Directors’ Report for the financial

year for which the financial statements are prepared is consistent with the financial
statements; and
«  the Strategic Report and the Directors’ Report has been prepared in accordance with
" applicable legal requirements.

Matter on which we are required to report under the Companies Act 2006

In the light of the knowledge and understanding of the company and its environment obtained in
the course of the audit, we have not identified material misstatements in the Strategic Report or
the Directors’ Report.

Matters on which we are required to report by exception

- We have nothing to report in respect of the following matters in relation to which the Companies
Act 2006 requires us to report to you if, in our opinion:

. adequate accounting records have not been kept, or returns adequate for our audit have
~not been received from branches not visited by us; or

. the financial statements are not in agreement with the accounting records and returns; or

. certain disclosures of Directors’ remuneration specified by law are not made; or

. we have not received all the information and explanations we require for our audit.

Responsibilities of directors for the financial statements’

As explained more fully in the Directors’ responsibilities statement set out on page 3, the
Directors are responsible for the preparation of the financial statements and for being satisfied
that they give a true and fair view, and for such internal control as the Directors determine is
necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the Directors are responsible for assessing the company's
ability to continue as a going concern, disclosing, as applicable, matters related to going concern
and using the going concern basis of accounting unless the Directors either intend to liquidate the
company or to cease operations, or have no realistic alternative but to do so.



CPB Residential Finance Limited

Independent Auditor's Repbrt to the members of CPB Residential Finance
Limited (continued)

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with ISAs (UK) will always detect a
material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of these financial statements.

A further description of our responsibilities for the audit of the financial statements is located on
the Financial Reporting Council's website at: www.frc.org.uk/auditorsresponsibilities. This
description forms part of our Auditor’'s Report. o

Kfa\' /f\'-"\" Ue L

Philip Westerman BA ACA

Senior Statutory Auditor

for and on behalf of Grant Thorriton UK LLP,
Statutory Auditor, Chartered Accountants
-London ’

Date: 2011/ )3



CPB Residential Finance Limited

Statement of Comprehensive Income for the year ended 30 September 2017

‘

Note 2017 2016
£000 £000
Turnover 1(b) 22,599 29,952
Administrative expenses . (681) (674)
Loan note interest payable 1(e) (20,132) (27,136)
Loan note arrangement fees (1 ,734) (1,931)
Operating profit 32 21
Profit on ordinary activities before taxation 3 32 211
Tax on profit on ordinary activities 4 (6) (5)
Profit for the financial year N 26 206
Other comprehensive income - -
Total comprehensive income 26 206
Profit for the financial year attributable to: .
Owners of the company 26 206
) 26 206
Total comprehensive income for the financial year
attributable to:
Owners of the company 26 206
26 206

All of the company’s operations are classified as continuing.

There were no gains and losses for the year other than that disclosed in the above Statement of
Comprehensive Income.

The accompanying notes are an integral part of these financial statements.

.



CPB Residenfial Finance Limited

Statement of Financial Position as at 30 September 2017

2017 2016
Note £000 £000
Current assets ) =
Debtors 5 153,744 176,419
Cash at bank and in hand 36,036 11,942
Total assets 189,780 188,361
Creditors: amounts falling due within one year 6 (37,574) (14,310)
Net current assets 152,206 174,051
Total assets less current liabilities 152,206 174,051
Creditors: amounts falling due after more than one
year 7 (152,160) (174,031)
Net assets 46 20
Capital and reserves
Called up share capital 8 - -
Profit and loss account 9 46 20
Shareholders’ funds : " 46 20
The financial statements were approved by the Board of Directors on 2017.

Signed on behalf of the Board of Directors.

g

lorweth Antcliff
Director

Date: 1S NE&LNINL 0 (1

The -accompanying notes are an integral part of these financial statements.

Company Number 08516609



CPB Resider[tial Finance Limited

Statement of Changes in Equity for the year ended 30 September 2017

Called-Up Profit and
Share loss
Capital account Total
£'000 £'000 £'000
At 1 October 2015 - (186) (186)
Total comprehensive loss for the
financial year - 206 206
At 30 September 2016 ' - 20 20
At 1 October 2016
- 20 20
Total comprehensive income for the .
financial year - 26 26
At 30 September 2017 - 46 46

The accompanying notes are an integral part of these financial statements.

-10-



" CPB Residential Finance Limited

Notes to the financial statements
Year Ended 30 September 2017

1

Accounting policies

A summary of the principal accounting policies, all of which have been applied consistently
throughout the current year is set out below.

(@

Basis of preparation

.These financial statements have been prepared in accordance with applicable United

Kingdom accounting standards, including Financial Reporting Standard 102 — 'The Financial
Reporting Standard applicable in the United Kingdom and Republic of Ireland’ (‘'FRS 102'),
and with the Companies Act 2006. The financial statements have been prepared on the
historical cost basis.

- No cashflow statement has been included as the company has taken advantage of the

(b)

(c)

(d)

exemption under FRS 102.1.12.
The financial statements are presented in Sterling (£).

The financial statements have been prepared on the going concern basis as set out in the
going concern section in the Directors’ Report.

Turnover

Residential loan interest ,

Interest income from residential loans is recognised within comprehensive income on an
accruals basis using the effective interest rate until the loans are repaid. Forecast interest
payments over the life of the loan are used in calculating the effective interest rate and
typically the total forecast interest payments exceed the minimum interest payable under the
terms of the loan. Where a loan is repaid earlier than forecast and the minimum interest
payable exceeds that recognised at the point of repayment, the additional gain is recognised
at the point of repayment.

Interest income from residential loans is calculated daily on the outstanding amount of the
loans and compounded monthly.

Expenses ' ,

“All expenses are recognised on an accruals basis and recognised within comprehensive

income.

Residential loans
Residential development loans are classified as due in less than one year in debtors as the

- loans are repayable on demand. Loans are stated at cost less provision for any impairment

in value. Impairment reviews are carried out on a quarterly basis taking into consideration
security value, level and timing of future development costs, financial position of borrower
and any other information considered relevant to the carrying value of the loans.
Impairments are recognised within comprehensive income.

-11-



CPB Residential Finance Limited

Notes to the financial statements
Year Ended 30 September 2017 (continued)

1 Accounting. policies (continued)

(e) Interest payable on loan notes
Interest payable on loan notes is calculated on the principal amount of the notes (and on
‘compounded accrued and unpaid interest). Interest expense is recognised within
comprehensive income on an accruals basis until the notes are repaid.

(f) Debtors
) Short term debtors are measured at transaction price, less any impairment.

(g) Creditors
Short term trade creditors are measured at the transaction price. Other financial liabilities,
including parent company loans, are measured initially at fair value, net of transaction costs
and are measured subsequently at amortised cost using the effective interest method.

2 Critical accounting judgements and key sources of estimation uncertainty

In the application of the company's accounting policies, which are described in note 1, the
Directors are required to make judgements, estimates and assumptions about the carrying
amounts of assets and liabilities that are not readily apparent from other sources. The estimates
and associated assumptions are based on historical experience and other factors that are
considered to be relevant. Actual results may differ from these estimates.

The following are the critical judgements that the Directors have made in the process of applying
the company’s accounting policies and that have the most significant effect on the amounts
recognised in the financial statements.

Residential loans

As described in note 1, residential loans are stated at cost less provision for any impairment in
value and interest income from residential loans is recognised within comprehensive income on
an accruals basis using the effective interest rate until the loans are repaid. Impairment reviews
are carried out on a quarterly basis, but as impairments are based on estimates, the actual
recoverable amount of any loan may differ from the estimate, and the difference could be
significant.

3 . Profit on ordinary activities before taxation

Profit on ordinary activities before taxation is stated after charging:

2017 2016
Services provided by the company’s auditor: £'000 £000
- fees payable for the audit ‘ 24 20
- taxation compliance services 5 5

29 25

No Director received remuneration in the year. The company has no empldyees.

-12-
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QPB Residential Finance Limited

Notes to the financial statements
Year Ended 30 September 2017 (continued)

p2y

4 ’ Taxation

CPB Residential Finance Limited is subject to tax in the United Kingdom on its profits.

a) Tax on profit on ordinary activities
2017 2016
‘ £'000 £'000
Income tax charge:
- current taxation 6 5
6 5

(b) Factors affecting the tax for the year »
The difference between the total current tax shown above and thesamount calculated by
applying the standard rate of UK corporation tax to the profit before tax is as follows:

2017 2016
£000 £'000
‘Profit on ordinary activities before tax 32 211
Profit on ordinary activities }nultiplied by the standard
rate of corporation tax in the UK of 19.5% (2016:
20%) o 6 42
Effects of:
Tax losses utilised - -(37)
Tax charge for year i 6 5
5 Debtors
. 2017 2016
£000 £'000
Residential loans 138,143 164,846
Residential loan interest receivable 15,088 10,166
Prepayments : » 26 7
Amounts due from Group undertakings ’ 487 1,400
153,744 176,419

Included within amounts due from Group undertakings are loan arrangement fees totaling
£405,000 (2016: £1,009,000). '

-13-
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CPB Residential Finance Limited
Notes to the financial stateﬁ\ents
Year Ended 30 September 2017 (continued)

6 Creditors: amounts falling due within one year
2017 2016
£'000 £000
Trade creditors 66 176
Accruals and deferred income 438 1,034
Tax Provision 11 5
Interest free loan from CPBM Finance limited 1,025 1,025
Loan note interest repayments payable to CPBM Midco 2
(Jersey) Limited 36,024 11,934
Short term loan payble to CPBM Midco 2 (Jersey) Limited 10 136
14,310

37,574

The interest free loan received from CPBM Finance Limited is intended to be short term and

repayable on demand.

7 Creditors: amounts falling due after more than one year
2017 2016
£000 £'000
Loan notes payable to CPBM Midco.2 (Jersey) Limited 137,565 163,495
Interest payable on loan notes — to CPBM Midco 2 (Jersey)
Limited 14,595 10,536
: 152,160 174,031

At 30 September 2017 the company had £138m (2016: £163m) unsecured fixed rate limited
recourse loan notes due in May 2020 in issue, listed on The International Stock Exchange. As at

30 September 2017, the average rate on the loan notes in issue was 12%.

8 Called-up share éapital
2017 2016
£ £
Issued
1 ordinary share of £1 each 1
1

The company was incorporated with issued share capital of 1 ordinary share of £1.

9 ' Reserves

Called-up share capital — represents the nominal value of shares that have been issued.

Profit and loss account — includes all current and prior period retained profits and losses.

5

-14 -



CPB Residential Finance Limited

Notes to the financial statements
Year Ended 30 September 2017 (continued)

10 Parent company

The sole shareholder of CPB Residential Finance Limited is CPBM Midco 2 (Jersey) Limited
which is wholly owned by CPBM Midco 1 (Jersey) Limited. The immediate parent company of
CPBM Midco 1 (Jersey) Limited is CPBM Finance Limited.

1" Uitimate controlling party : &

The undertaking that is considered to be the controlling party of the company is Blackstone
Tactical Opportunities Management Associates (Cayman) LP, a limited partnership registered in

the Cayman Islands. .

The 'largest and smallest group to prepare consolidated financial statements including this
company is that headed by CPBM Finance Limited.

12 Related Party Transactions

The company has availed itself of the exemption under section 33.1A of Financial Reporting
* Standard 102 to remove the need to disclose transactions between group members.

13 Post balance sheet events

There were no material post balance sheet events.

14 Contingent liabilities

There were no contingent liabilities at 30 September 2017 or at 30 September 2016.

Lo

-15 -



